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FORECLOSURE COSTS 


ORECLOSURE costs vary considerably from State to State. Although we 
fF have found tremendous differences in cost in a survey just completed, 

these differences have not apparently had too great an effect on the allo- 
cation of mortgage funds among States. 


To try to determine average foreclosure costs, we mailed questionnaires 
to mortgage lenders in the 50 States of the Union. We had a good deal of diffi- 
culty, however, in getting lenders who had had foreclosures. Some said that 
they had experienced no foreclosures in 10 or 20 years. Therefore, when two 
or three of the lenders questioned in the surveys volunteered an opinion of av- 
erage costs for the various expenses, we totaled these costs to arrive ata 
total cost per foreclosure. We had not asked for this information, so that in 
some States where our correspondent had no foreclosures we received no opin- 
ion on costs. These States were as follows: Alaska, Hawaii, Mississippi, New 
Mexico, South Carolina, and Tennessee. When the total results were in, there 
was a total of 460 properties for which we hadforeclosure costs. This is 
about 1 percent of all nonfarm foreclosures completed in 1960. 


The responses to our survey are summarized in the table on pages 108 and 
109. For each State we have the total direct cost to foreclose mortgages or 
trust deeds for which foreclosure procedures were completed in 1960, the 
number of cases, and the average cost to foreclose. In column four we have 
ranked the States from the highest average cost, $1,500 in Utah, to the lowest 
cost, $39.69 in Texas. The average cost for all States turned out to be 
$338.72. There were 27 States with higher costs, and 18 States with lower 
costs. 


Since we have so few samples in some States, we may have foreclosure 
costs which are high or low due to special circumstances. We know that in 
New Hampshire average costs on a normal foreclosure are closer to $225 than 
$400. The two in that sample involved bankruptcy proceedings. 


To find out the reason for variations in cost we asked about the redemption 
period in each State, what items were included in cost, and the range in time 
from start of foreclosure to close. A statutory redemption period is the time 
allowed the debtor after a foreclosure sale to redeem his property by comply- 
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State 


. Alabama 
. Alaska 
. Arizona 


Arkansas 


- California 
- Colorado 

. Connecticut 
. Delaware 

- Dist. of Columbia 
. Florida 

. Georgia 

- Hawaii 

- Idaho 

- Dlinois 

. Indiana 

. lowa 

. Kansas 


. Kentucky 


. Louisiana 

. Maine 

- Maryland 

- Massachusetts 
. Michigan 

. Minnesota 

. Mississippi 

. Missouri 

. Montana 

- Nebraska 


- Nevada 

- New Hampshire 
. New Jersey 

. New Mexico 

- New York 

- North Carolina 
. North Dakota 

- Ohio 

. Oklahoma 

. Oregon 

- Pennsylvania 
. Rhode Island 

. South Carolina 
- South Dakota 

. Tennessee 

. Texas 

. Utah 

. Vermont 

- Virginia 

. Washington 

. West Virginia 
. Wisconsin 

. Wyoming 


TOTAL 


1960 FORECLOSURE COSTS 








Ni f Total Rank of 
Proj Foreclosure Average Average 
erties _Costs Costs Costs Redemption Period 
l $ 187.00 $ 187.00 38 24 mos. 
* * * - 12 mos. ; none under trust deed 
+ 3, 229.18 807. 30 6 6 mos.; lyr. if Federal lien 
3 1, 307. 40 435.80 20 * 
41 13, 476. 41 328.69 29 12 mos. ; none under trust deed 
8 3,065. 05 383.13 24 6 mos. 
2 1,006. 20 503.10 15 None 
} 6, 238. 34 693.15 8 None;1 yr.on tax foreclosure 
13 7, 294.63 561.12 12 None 
2 1, 208. 56 604. 28 11 None 
32 4,333.00 135. 41 43 None 
° * ° - 1 yr. for entry & possession 
3, 460.17 432.52 21 12 mos. 
8,047.08 1,149.58 3 12 mos. 
l 677.27 677. 27 g 6 mos. 
} 1,799.81 199. 98 36 12 mos. 
l 17, 238.00 338.00 28 18 mos. ; 6 mos. on purchase 
money loans 
750. 00 375. 00 25 12 mos. under certain condi- 
tions 
l 706.18 706.18 7 None 
3 161.25 53.75 44 12 mos. 
6 7, 200. 00 450. 00 19 None 
2 727.00 363.50 26 None 
11 1,835. 06 166.82 40 12 mos. 
f 1, 280. 42 256. 08 32 12 mos. 
. * * o . 
3 634. 58 211.53 34 21 days 
6 5, 758.16 959.69 4 12 mos. 
326. 41 163.20 41 Foreclosure sale stayed 
9 mos. 
2 1, 050. 00 525. 00 14 None 
2 842.80 421.40 22 None 
41 19, 485. 49 475. 26 17 10 days 
. * * a 7 
1,721.47 860. 74 5 None * 
p 389. 58 194.79 37 10 days 
21 4,781.42 227.69 33 12 mos. 
4 1,126.50 281.62 30 None 
8 2,870. 23 358.78 27 None 
4 », 582.12 645.53 10 12 mos. 
Ny) 4,887.88 543.10 13 None 
9 1,844.87 204. 99 35 None 
* * * " * 
l 1,546.23 154. 62 42 12 mos. 
* * _ . 
58 , 302. 05 39.69 45 None 
2 3, 000. 00 1,500. 00 1 6 mos. 
3C 7,761.91 258.73 31 12 mos. 
l 500. 00 500. 00 16 None 
6 2,410.89 401.82 23 12 mos. 
4 718.00 179. 50 39 None 
l 472.50 472.50 18 6 mos. 
2 3,569.99 1,190.00 2 9 mos. 
460 $155,811.09 $ 338.72 





*No response. 


108 

















Court 
Costs 


1 

7, os 
3. $22 
4 25 
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6 16 
me 60 
8. 50 
9. x 
10. x 
11. 

12. * 
13. x 
14. x 
15. x 
16. x 
17. 45 
18. x 
19. x 
20. 

21. 41 
22. x 
23. x 
24. 15 
25. * 
26. 

27. 2¢ 
28. 8 
29. * 
30. 

31. x 
32. ° 
33 x 
34. 15 
35. 15 
36. 95 
37. x 
38. x 
39. 10 
40. 

41. * 
42. 24 
43. * 
44. 

45. 36 
46. 41 
47. 

48. x 
49. x 
50 x 
51. 4 


Attorney 


Fe - a 


*No response 


1960 


FORECLOSURE COSTS 











Typical Costs Include: Time Elapsed From 
Adver Rev - Re- Adminis- Start of Foreclosure 
tising enue cording trators’ to Close 
Fees Stamps Fees Fees Other Shortest Longest 
$ 15 $ 18 $ 4 $50 4 mos. 13 mos. 
* * * * * - * 
8 6 5 $28 119 11 mos. 26 mos. 
9 2 3 mos. 6 mos. 
14 2 72 120 days Over lyr. 
4 4 27 58 1-2/3 mos. 10 mos. 
5 50 2 mos. 6 mos. 
x 5 x 4 mos. 19 mos. 
x 3 wks. 3 mos. 
x x 24 mos. 6 mos. 
x 28 days 6 mos. 
* * * > > . * 
x 4 mos. 18 mos. 
x 17 mos. 29 mos. 
x x 14 mos. * 
x x x 28 days 24 mos. 
10 3 8 mos. 20 mos. 
x x 4 mos. 16 mos. 
x x x x 30 days . 
2 3 wks. 12 mos. 
if 6 66 3 mos. 4 mos. 
x x x 4-1/3 mos. 12 mos. 
x x x 14 wks. 25 wks. 
- 8 8 5 5 wks. 12 mos. 
> > Mw > * > 
x x x x 5 wks. 5 wks. 
4 14 9 mos. 19 mos. 
4 2 12 mos. 17-1/4 mos. 
* * * * 3-2/3mos. 4 mos. 
J a 43 30 days 60 days 
x x 65 mos. 38-2/3 mos. 
* * 7 * * 7 
x x x 5 mos. 10 mos. 
i9 15 46 2 3 mos. 5 mos. 
4 11 60 days 5 yrs. 
1¢ 200 125 104 wks. 2 yrs. 
x x 77 days 110 days 
x 1-2/3 mos. 4 mos. 
124 3 113 42 days 7 mos. 
44 7 1 65 26 30 days 60 days 
- * > * > * 
4 7 7 5 wks. 3 yrs. 
. . * 7 . * = 
17 2 9 7 2 mos. 74 mos. 
4 + 3 8 mos. 11 mos. 
20 6 x 81 days 21 mos. 
x x x x 4-5 wks. Many mos. 
x x x 4 mos. 8 mos. 
x x x 1 mo. 1 mo. 
x x x 15 mos. * 
x 2 x 2 mos. 12 mos. 
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ing with the requirements in his State. The answers in column five under re- 
demption period are those of lenders surveyed. For an exact legal opinion a 
lawyer should be consulted. In some States there is a difference in the re- 
demption period if a deed of trust rather than a mortgage is used. Neverthe- 
less, the fact of redemption indicates an additional cost above the direct costs. 
The real problem in the redemption law is whether the mortgagor has the right 
to possession and rents during the redemption period. These items do not ap- 
pear as direct costs and represent additions to the costs we have observed. 


The next seven columns show those items included in the directaverage cost 
of foreclosure. To insure more returns the questionnaire merely requested 
the lender to check the items included in his costs. Many respondents, how- 
ever, broke down their costs into the several categories. On the table we 
have placed an “x” in the columns underthe items included in the average costs 
where no figures were given. Those persons who very carefully check our 
arithmetic and send letters whenever we slip in adding, will find that the 
sum of the items on page 109 may not add to the average cost on page 108. 
The reason is that only one of the respondents may have shown a breakdown of 
his costs and his average cost may have been above or below that for all the 
responding lenders his State. 


In general there are two kinds of foreclosure proceedings. One is by court 
action; one is by power of sale. The first generally involves more costs. 
Since it often requires litigation, the attorney fees are higher. In our own 
study the attorney fees appear to be the main difference in foreclosure costs 
from State to State \ further reason for differences in attorney fees is that 
the fees are often based on the size of the mortgage. 


In the last two columns we have listed the range in time elapsed from the 
initiation of a foreclosure to its close. There seems to be no relationship be- 
tween the length of time and average costs of foreclosure. 


Although some States, like Delaware, have high foreclosure costs, $693.15, 
the law allows the lender to recover most of these costs. Other States, such 
as Kansas and Ohio, with lower costs, limit the right of the lender to recover 
these costs. One of the moreattractive features of FHA-insured and VA- 
guaranteed mortgages is that the lender is able to recover much of the fore- 
closure cost. The FHA reimbursement is limited to $75, or two-thirds of 
costs excluding attorney fees, whichever is larger. The VA reimbursement 
includes part of the attorneys’ fees. 


In summary, then, we have found that foreclosure costs vary mainly be- 
cause of differences in the size of loans and differences in legal proceedings. 
These costs may be lessened, however, through recovery of the foreclosure 
costs in some States and with FHA-insured and VA-guaranteed mortgages. 

















